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To The Shareholders 


Financial 


For the first six months of 1976, our sales were $25,196,000, 
as compared with $20,738,000 for the same period last year. 
Net earnings for the period were $401,000 or 8.4¢ per share 
versus 8.3¢ per share last year. The increase in sales in 1976 
is attributable to the inclusion of the operations of Canada 
Forgings Limited, acquired in the latter part of 1975. Our 
industrial refrigeration sales in Canada were slightly ahead of 
last year, but the sales of our U.S. subsidiary, Lewis Refrigera- 
tion Co., were down substantially and Lewis operated at a loss 
during the period. Lewis, however, is now operating at a profit 
and we anticipate improved results in the second half of the 
year. 


In engineered products, sales of our division, El-Met-Parts, 
which manufactures steel laminations, were up over last year, 
but not to the extent anticipated. Our subsidiary, Viking Pump, 
has been affected by weakness in the capital goods market in 
Canada and is showing results under last year’s. 


Expansion 


El-Met-Parts is now operating a new $1,000,000 plant for 
slitting and warehousing steel and we expect this facility to 
contribute importantly to the division’s profits in 1977. 


Allen Tank Limited, a manufacturer of pressure vessels, will 
complete its $700,000 plant expansion program this fall, which 
will add 50% to Allen’s capacity. We expect the expansion to 
have a positive effect on Allen’s operations next year. 


Looking Ahead 


1976 has been a difficult year for the company. Spending on 
capital goods continues to lag in both Canada and the United 
States and this has had a negative effect on the operations 
of most of our companies, particularly those in the industrial 
refrigeration sector. We do, however, anticipate an improve- 
ment in this condition later in the year. 


In addition, the Anti-Inflation Program in Canada, particularly 
the recent changes in the prices and profits regulations are 
having a materially adverse effect on our business. Our 
Canadian operations are diversified and affected to different 
degrees by the stage of the business cycle. The effect of the 
controls is that the operations of those of our units whose 
markets are weak fully impact our consolidated results, while 
those units whose markets are strong are prevented by the 
controls from making their expected profit contribution. 

Because of these conditions, we do not expect that our opera- 
tions will show an improvement over 1975. However, we are 
very optimistic for the longer term. Toromont is in a strong 
financial posture and we are positioned to make major gains 
in earnings as economic and regulatory conditions change. 


S. J. Sinclair 
Chairman of the Board 


August 26, 1976 


R. A. Scoon 
President 


TOROMONT INDUSTRIES LTD. 
and Subsidiaries 


CONSOLIDATED STATEMENT OF EARNINGS 
AND RETAINED EARNINGS 

for the Six Months ended June 30, 1976 

(with comparative figures for 1975) 


$000’s 
UNAUDITED 1976 1975 
Sales: 
Industrial Refrigeration $12,626 $15,982 
Engineered Products 11,947 4,330 
Building Products 623 426 


$25,196 $20,738 


Earnings before 


undernoted items $ 1,165 $ 674 
Provision for income taxes 754 293 
Provision for minority interest 
in earnings of subsidiaries 1 5 
Net earnings from 
continuing operations 410 416 
Net earnings from discontinued 
operations (Note 1) (9) (16) 
Net earnings for the period 401 400 
Retained earnings beginning 
of period 5,930 4,270 
Dividends declared—preferred Z 29 
—common 238 237 


Retained earnings end of period $ 6,091 $ 4,404 


Earnings per common share 
(Note 2) 8.4¢ 8.3¢ 


Notes: 


1. The company’s subsidiary, Ideal Welding Company, 
discontinued its operations in 1976. In 1975, the 
company sold its subsidiary, Lloyd-Truax Limited. 
The financial statements give effect to these trans- 
actions and exclude the operating results of these 
subsidiaries from sales and from earnings from 
continuing operations. The 1975 figures have been 
restated for comparative purposes. 


2. Based on 4,760,000 common shares outstanding in 
1976 and 4,467,000 shares in 1975. 


TOROMONT INDUSTRIES LTD. 
and Subsidiaries 


CONSOLIDATED STATEMENT OF CHANGES IN 
FINANCIAL POSITION 

for the Six Months ended June 30, 1976 

(with comparative figures for 1975) 


$000’s 
UNAUDITED 1976 1975 
Source of funds 
From operations: 
Net earnings forthe period. $ 401 $ 400 
Adjustments for charges not 
involving funds: 
Depreciation and 
amortization 332 209 
Deferred income taxes 70 100 
803 759 
Disposal of subsidiary (Note 1) 
Proceeds on disposal of 
subsidiary — 965 
Less: Working capital of 
subsidiary — 492 
— 473 
Sundry items 109 — 
912 W202 
Applications of funds 
Additions to fixed assets 738 394 
Dividends declared 240 266 
Redemption of preference 
shares of a subsidiary — 18 
Decrease in long term debt 451 — 
Redemption of 
preference shares 84 — 
S13 678 
Increase (decrease) in 
working capital (601) 554 
Working capital beginning 
of period bs ba I es 6,134 
Working capital end 
of period $ 7,514 $ 6,688 


ORO MONT 


INDUSTRIES LTD. 


Head Office: Toronto, Canada 
Phone (416) 465-3518 


Financial 
Highlights 


1976 1975 
Sales 
Industrial Refrigeration $28,703,000 $35,221,000 
Engineered Products 23,023,000 13,721,000 
Building Products 1,715,000 1,295,000 
53,441,000 50,237,000 

Net Earnings from Continuing Operations 1,175,000 1,463,000 
Discontinued Subsidiary Operations 

Net Earnings — 37,000 

Gain on Sale of Subsidiaries — 668,000 
Net Earnings for the Year 1,175,000 2,168,000 
Per Share of Common Stock 
Earnings from Continuing Operations 25.6¢ 30.7¢ 
From Discontinued Operations 

Net Earnings —_— .8¢ 

Gain on Sale of Subsidiaries — 14.3¢ 
Net Earnings 25.6¢ 45.8¢ 
Dividends 10¢ 10¢ 
Equity $3.15 $2.87 
Working Capital $ 7,026,000 $ 8,115,000 
Return on Common Shareholders’ Equity 8.6% 13.0% 


Toromont has extensive manufacturing operations in Canada and the 
United States and sells to international markets. The major area of 
operation is the industrial refrigeration field. Four of the Company’s 
operating units, CIMCO, Lewis Refrigeration, Allen Tank and Allen 
Tank (London), serve the refrigeration engineering, contracting and 
equipment requirements of the food processing, petrochemical and 
recreation industries — all markets with favourable long-term 


prospects. 


The Annual Meeting of the Shareholders of the Company will be 
held in Tudor Rooms 8 and 9 of the Royal York Hotel, Toronto, 


at 11:00 a.m. on June 17, 1977. 


yu 


and subsidiaries 


To our 
Shareholders 


In 1976, Toromont’s sales were $53,441,000 and 
net earnings were $1,175,000 or 25.6¢ per share, 
based on the weighted average of shares outstand- 
ing during the year. The comparative figures for 
1975 were sales of $50,237,000 and net earnings 
from continuing operations of $1,463,000 or 30.7¢ 
per share. In part because of the 36% reduction in 
the number of common shares outstanding, the 
book value of acommon share increased to $3.15 
at December 31, 1976, compared with $2.87 at the 
end of 1975. 


Toromont’s subsidiaries experienced a number of 
unusual economic and operating problems in 1976, 
in common with the majority of Canadian manu- 
facturers. These problems included the relatively 
high rate of inflation in Canada where the AIB 
regulations did not permit us to recover all these 
higher costs by increasing our selling prices; and 

a sluggish capital goods market in North America 
which adversely affected the results of all our 
companies and particularly our U.S. subsidiary, 
Lewis Refrigeration, which experienced a decrease 
in sales of 35%. 


Acquisition 

In March, 1977, Lewis acquired all the outstanding 
shares of Aero Tech Mfg., Inc., asheet metal 
fabricator located near Salt Lake City, Utah. Aero 
Tech products include processors for photopolymer 
printing plates and automated electronic equip- 
ment for the newspaper and publishing industries, 
cabinetry and electronic chassis for the computer 
industry and equipment and conveying containers 
for automated warehousing systems. This acquisi- 
tion adds to the Toromont group a successful 
company with excellent growth potential in high 
quality, precision sheet metal products and also 
provides Lewis with an efficient and favourably 
located production facility for the manufacture of 
refrigeration systems and products for the U.S. 
market. 


Change in Capitalization 


In October, 1976, Toromont made a tender offer to 
purchase 1,700,000 of its outstanding common 
shares at $2.75 per share. The offer was successful 
and Toromont paid for and retired 1,700,000 shares 
in November. This offer reduced the number of 
common shares outstanding from 4,758,969 to 
3,061,459, or by 36%. The tender offer permitted 
shareholders who wished to dispose of their shares 
to obtain a price above the then current market 
price; at the same time, it benefited the remaining 
shareholders by reducing the capitalization ina 
way that should result in increased earnings per 
share in future years. 

The funds for the tender offer were obtained 
through long-term bank borrowings. Even with this 


additional debt, Toromont remained in a strong 
financial position at year end 1976 with working 
capital in excess of $7 million. 


Capital Expenditures 


Capital expenditures in 1976 amounted to 
$1,862,000, Present plans call for a continued high 
level of capital investment over the next eighteen 
months, largely for new equipment for CanForge 

to increase its capacities in the production of forged 
rings. These new facilities will compare favourably 
with any in North America and while not coming 

on stream until 1978, are expected to contribute 

to increased profits in 1979 and subsequent years. 


In the four year period 1973-1976, Toromont 
invested $4,800,000 in new plant and equipment. 
Because of the serious downturn in the Canadian 
economy which started in late 1974 and continues 
to this day, it has been impossible for us to earn a 
satisfactory return on this very substantial invest- 
ment. However, we continue to believe that the 
Canadian economy will recover and that as soon 
as the markets for our products improve, this 
investment in new plant and machinery will begin 
to pay off in substantially higher profits. 


Looking Ahead 


Canada is facing serious economic and poiitical 
problems. Inflation continues at an historically high 
rate despite the efforts of the AIB and costs gener- 
ally in Canada are now higher than those in our 
much larger neighbour to the south, the United 
States. These circumstances pose complex and 
serious problems to the long-term growth of our 
economy and particularly for Canadian secondary 
manufacturing. 


Despite these difficulties, we expect Toromont’s 
earnings to return to a more respectable level in 
1977. This, coupled with the significant reduction 
in number of common shares outstanding, should 
effect a marked improvement in common share 
earnings in 1977. If this forecast materializes, 
your Board of Directors will give consideration to 
increasing the common dividend as soon as the 
AIB controls permit. In the long view, we are 
encouraged to believe that Toromont’s earnings 
will continue to grow in the years ahead. 


We appreciate the continued support and coopera- 
tion of our customers, suppliers, employees and 
shareholders. 


Ay Ambo 


S. cl, Stinclanr 
Chairman of the Board & 
Chief Executive Officer 


Lie 
h ~ 
f 


R. A. Scoon 
President 


April 26, 1977 


Review of 
Operations 


Toromont’s industrial refrigera- 
tion operations specialize in the 
design, manufacture, installation 
and servicing of refrigeration 
systems for the food processing, 
petrochemical and recreational 
industries. The company’s Cana- 
dian subsidiary, CIMCO, is the 
dominant entity in its markets, 
the most important of which have 
been ice rinks and refrigeration 
systems for food and beverage 
processing and storage. Toro- 
mont’s U.S. subsidiary, Lewis 
Refrigeration Co., has been the 
pioneer and leader in|. Q. F. 
(Individually Quick Frozen) sys- 
tems for food processing and 
also serves the food storage and 
petrochemical markets. 


In 1976, weakness in the food 
processing market in the U.S. 
continued and Lewis showed a 
small loss for the year, though it 


Construction of a LEWIS CIMCO 
screw compressor unit for a major 
fertilizer plant. 


Galaxy double-plated processor for 
a major newspaper in Milan, Italy. 
(Aero Tech) 


Industrial 
Refrigeration 


CIMCO Limited 

Dartmouth, Nova Scotia 
Montreal, Quebec 

Ottawa, Ontario 

Toronto, Ontario 

London, Ontario 

Winnipeg, Manitoba 
Calgary, Alberta 

Edmonton, Alberta 
Vancouver, British Columbia 


Allen Tank Limited 
London, Ontario 
Scarborough, Ontario 


Allen Tank (London) Limited 
London, Ontario 


Lewis Refrigeration Co. 
Houston, Texas 

Los Angeles, California 
Malden, Massachusetts 
Woodinville, Washington 
Norwich, England 
Richmond, British Columbia 


nae ees on Tulsa, Oklahoma 
Installation of fractionating tower, vessels and air cooled heat exchangers 
fabricated at Allen’s Toronto and London plants for a large Toronto area Aero Tech Mfg., Inc. 
oil refinery. Bountiful, Utah 


operated profitably in the last half 
of the year. Some improvement 
in the company’s markets is now 
evident and as the cost cutting 
measures taken should be fully 
reflected in 1977 operating 
results, we anticipate that Lewis 
will have a reasonable profit this 
year. 


CIMCO’s sales were higher in 
1976 than 1975, though profits 
were significantly lower. The 
shortfall in the profits was attrib- 
utable to reduced business in the 
manufacturing area resulting 
from the product mix sold. This 
year CIMCO is in a strong back- 
log position and we expect higher 
sales and a satisfactory level of 
manufacturing activity, partic- 
ularly in petrochemical packages 
for the U.S. market. Over all, we 
anticipate that CIMCO’s operat- 
ing results will be much improved 
this year. 


LEWIS CIMCO 700 Series 1.Q.F. 
freezer designed to freeze 12,000 
pounds per hour of french fried 
potatoes. 


Allen Tank Limited, a manufac- 
turer of pressure vessels, and 
Allen Tank (London) Limited 
(formerly Happy Air Exchangers 
(Canada) Limited), a manufac- 
turer of heat exchangers, had 
very good years in 1976 because 
of continued strength in the 
chemical processing markets. 
Allen Tank has recently com- 
pleted a major expansion pro- 
gram which has increased its 
Capacity by 50%. Allen Tank is 
inastrong backlog position and 
is expected to operate at full 
Capacity throughout the year. 


Engineered 
Products 


Canada Forgings, a Division of 
Toromont Industries Ltd. 
Welland, Ontario 


El-Met-Parts Division of 
Toromont Industries Ltd. 
Dundas, Ontario 


Viking Pump Company of Canada, 
Limited 

Toronto, Ontario 

Windsor, Ontario 


Canada Forgings was acquired 
by Toromont September 1, 1975 
and therefore the 1975 results of 
Toromont included four months 
operations of CanForge. 


View of Allen Tank’s new 20,000 
square foot plant addition which 
became fully operational in January, 
1977. 


Toromont’s consolidated oper- 
ating results for 1976 include 
the operations of CanForge 

for the full year. 


On January 1, 1977, CanForge 
became a division of Toromont. 
It was previously a wholly-owned 
subsidiary. 

CanForge operates two plants, 
both in Welland, Ontario. The 
heavy forge plant produces 
forgings up to twenty tons from 
equipment which includes three 
forging presses, two steam 
hammers and the only ring rolling 
mill in Canada. Products include 
weldless rings and flanges, end 
fittings, large shafts and hooks. 
The drop forge plant produces 
forgings up to 150 pounds on 
equipment which includes steam 
and board drop hammers ranging 
from 1,200 to 10,000 pounds. 
Products include truck parts, 
aircraft components, valve bodies 
and fittings. 


CanForge’s major marketing 
effort has been to the nuclear and 
other energy related industries 
where it has a strong competitive 
position due to its specialized 
know-how and equipment 
capabilities. 


Recently installed automatic produc- 
tion flow system for the manufacture 
of tote boxes for supply to a major 
automated warehouse contractor. 
(Aero Tech) 


A 10,000 pound steam hammer at the 
CanForge drop forge plant producing 


Due to cutbacks and deferrals in 
certain nuclear and other pro- 
grams, CanForge’s operating 
results were lower in 1976 than 


fie ay 


View of El-Met-Parts slitting machine 
in operation. 


1975, although they still represent 
the second best results in the 
unit’s history. The prospect for 
the current year is for somewhat 
lower profits because of the 
continuing trend of weakness in 
CanForge’s markets. This trend, 
however, is expected to be tem- 
porary, as the long range outlook 
for these markets is for substan- 
tial growth. CanForge is planning 
significant investment over the 
next three years in capital equip- 
ment for increasing its capa- 
bilities, flexibility and efficiency 
in the production of forged rings. 


Toromont’s El-Met-Parts Division 
is Canada’s largest independent 
manufacturer of steel laminations 
and wound electrical cores for 
the electrical and electronic 


Building Products 


F. B. McFarren, Limited 
Streetsville, Ontario 


Toromont’s subsidiary, F. B. 
McFarren, Limited, manufactures 
burned clay building, specialty 
and paving bricks for distribution 
in Ontario. The manufacturing 
plant and shale quarry are ona 
sixty acre site in Mississauga, 
Ontario. 


In 1976, McFarren completed the 


equipping of its kilns with high 
velocity, tempered air burners. 


A car type furnace at the open die facility of CanForge loaded with forgings. 


industries. These products are 
basic components of trans- 
formers, motors and fluorescent 
and mercury lighting ballasts. 


El-Met’s sales were higher in 
1976 than 1975, but profits were 
flat because of competitive 
conditions in the industry and 
also because of start-up ex- 
penses associated with the new 
$1,000,000 facility for slitting 
steel. This facility will provide 
El-Met with substantial cost sav- 
ings through vertical integration 
and in addition, will permit the 
company to enter the field of 
custom slitting and distribution 
of electrical steels. The start-up 
problems have now been over- 
come and the slitting facility will 
contribute to profits this year. 


McFarren’s earnings in 1976 were 
lower than the prior year because 
of costs associated with the 
conversion and also because of 
weakness in non-residential con- 
struction. Construction is not 
expected to be robust this year, 
but McFarren’s earnings should 
show improvement in 1977 as the 
cost savings from its equipment 
upgrading program are reflected 
in operating results. 


In June, 1976, McFarren entered 
into a joint venture agreement 
with Bob-Clare Investments 
Limited and established a joint 
venture partnership known as 


Overall, we expect El-Met-Parts 
to show much improved operat- 
ing results for the current year. 


Viking Pump Company of Canada, 
Limited is Canada’s leading 
manufacturer of rotary gear 
pumps. Viking’s products are 
used for the transfer of light to 
viscous liquids by the petroleum, 
chemical, industrial, marine and 
refrigeration industries. 


In 1976, Viking’s sales declined 
significantly and the company 
showed only nominal profits. 
Management changes and other 
measures have been taken to 
restore the company’s profit- 
ability and we are anticipating 
improved results this year. 


Torclare Development Company, 
for the development of its Missis- 
sauga land. The land is presently 
zoned agricultural and applica- 
tion has been made to rezone 
the lands for residential and 
commercial purposes. 


The company cannot estimate 
when, if ever, such rezoning will 
be granted. In addition, it is not 
possible at this time to assess or 
predict the terms on which rede- 
velopment might be permitted. 
McFarren will continue its 
brick-making operation on the 
land until redevelopment is 
commenced. 


5 Year Review 


Net earnings 
after tax 


In thousands of $ Before extraordinary items 


1972 1973 1974f 
Clea 40.5 44.6 


Earnings per common share 


centS Before extraordinary items 


1975f 
50.2 


1976 
53.4 


2,200 


2,000 


1,800 


1,600 


1,400 


1,200 
1,000 


1972 1973 1974t 1975f 1976 
1,055 1,592 1,885 1,463 1,175 


Net earnings as a percentage of 
common shareholders’ equity 


% Before extraordinary items 


tFrom Continuing Operations 


1972 1973 1974f 1975T 1976 
13.8 19:5 19.3 13.0 8.6 
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Liabilities 

Current 

Bank indebtedness, secured 

Accounts payable and accrued liabilities 
Dividends payable 

Billings in excess of costs on contracts in progress 
Income taxes payable 

Current portion of long-term debt 


Long-term debt (Note 4) 
Deferred income taxes 
Minority interest in subsidiary company 


Shareholders’ Equity 


Capital stock (Note 5) 
Contributed surplus 
Retained earnings 


See accompanying notes to consolidated financial statements. 


(Thousands of dollars) 


1976 


21,336 


4,733 
386 
4,517 


9,636 
$30,972 


1970 


7,436 
386 
5,930 


13,(9¢2 
$31,986 


Consolidated Statement 


_ of Retained Earnings 


For the year ended December 31, 1976 
(with comparative figures for 1975) 


_ Retained earnings at beginning of year 
Net earnings for the year 


Premium, costs and Part IX Tax on purchase of preferred and 
common shares for cancellation (Note 5) 


Dividends declared 
_ Preferred : 
Common, 10¢ per share (1975 — 10¢) 


Retained earnings at end of year 


See accompanying notes to consolidated financial statements. 


Auditors’ 
Report 


The Shareholders, In our opinion, these consoli- 
Toromont Industries Ltd. dated financial statements pre- 

sent fairly the financial position 
We have examined the consoli- of the Company as at December 
dated balance sheet of Toromont 31, 1976 and the results of its 
Industries Ltd. as at December operations and the changes in its 
31, 1976 and the consolidated financial position for the year 


statements of earnings, retained then ended in accordance with 
earnings and changes infinancial generally accepted accounting 
position for the year then ended. principles applied on a basis 
Our examination was made in consistent with that of the 
accordance with generally preceding year. 
accepted auditing standards, 
and accordingly included such 
tests and other procedures as 
we considered necessary in the 
circumstances. Touche Ross & Co. 

Chartered Accountants 


Toronto, Ontario, 
April 5, 1977 


(Thousands of dollars) 


1976 


$ 5,930 
1,175 


7,105 


2,193 


1979 


$ 4,270 
2,168 


6,438 
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See accompanying notes to consolidated financial statements. 


Notes to Consolidated 
Financial Statements 


December 31, 1976 


1. Summary of significant accounting policies 


(a) Consolidation 

The consolidated financial statements include the 
accounts of the Company and all of its subsidiary 
companies which, with the exception of CIMCO 
Limited, are wholly-owned. The Company owns 
99.9% and 98.1% respectively of the common and 
Class ‘‘A”’ shares of CIMCO Limited. All significant 
inter-company transactions between the Company 
and its subsidiary companies have been eliminated 
on consolidation. 


New subsidiary companies are consolidated from 
the effective date of their acquisition. The results 

of operations of subsidiary companies that are sold 
are disclosed separately in the consolidated 
statement of earnings as discontinued operations. 


(b) Inventories 

Inventories of raw materials, work-in-progress and 
finished goods are valued at the lower of cost 
(principally on the first-in, first-out method) and 
net realizable value. 

(c) Foreign exchange 

The accounts of United States subsidiary com- 
panies have been translated into Canadian dollars 
at par, which approximates the rate of exchange 
prevailing during the year. 


(d) Property, plant and equipment 

Additions to property, plant and equipment are 
recorded at cost. Depreciation is computed, using 
the straight-line method for assets of the Industrial 
Refrigeration companies and using substantially 
the diminishing-balance method for assets of the 
remaining companies. Depreciation rates are 
designed to write-off the assets over their 
estimated useful lives. 


Gains or losses on the disposal of assets are 
included in earnings and the cost and accumulated 
depreciation related to these assets are removed 
from the accounts. 


Repairs and maintenance costs are charged to 
operations as incurred and renewals and better- 
ments are capitalized. 

(e) Revenue recognition 

Revenues from contracting activities involving 
design, manufacture and installation of equipment 


are recorded on the completed contract method 
based upon substantial technical completion. Any 
foreseeable losses on contracts are charged to 
operations at the time they become evident. 


Revenues from the sale of products and services 
are recorded when goods are shipped and services 
are rendered, or in accordance with contractual 
agreements. 


(f) Goodwill 

Goodwill arising on the acquisition of subsidiary 
companies is originally recorded at cost and is 
considered to have continuing value and accord- 
ingly is not being amortized, except as indicated 
in Note 7. In the event of sale of subsidiary com- 
panies, the related goodwill is written off if it is not 
realized. 


(g) Income taxes 

The Company follows the tax deferral method of 
providing for income taxes. Under this method, 
timing differences between reported and taxable 
income result in deferred taxes. 


2. Notes receivable and other assets 
1976 1975 
(000’s) (000’s) 
Interest free notes receivable 
Employee Incentive Stock 
Purchase Plan 


Officers $372 $396 
Other 202 3 351 
Loans 106 24 

Cash surrender value of life 
insurance policies 56 52 
Other assets 35 3S 
$771 $876 


3. Plant and equipment 


Buildings and improvements with a net book value 
of $563,000 are situated on leased land. The lease 
expires in 1981 at which time the lessor must offer 
to renew the lease or the lessor must purchase the 
buildings, including improvements, at the then 
appraised fair market value. 


4. Long-term debt 
1976 
(000’s) 


1975 


(000’s) 
Term bank loans (secured by 
assignment of receivables and 
cash surrender value of life 
insurance policies) 

Mortgage loans, repayable in 
equal monthly instalments with 
interest at 642% to 8%4%, 


$8,262 $4,083 


maturing 1981 205 169 

642% notes, maturing $30,000 

annually 60 90 

Non-interest bearing convertible 

notes, maturing December 31, 1977 83 167 

Sundry loans 34 116 
8,644 4,625 

Less instalments due within 

One year 970 974 


$7,674 $3,651 


5. Capital stock 


(a) Authorized and issued shares of capital stock 
are as follows: 


1976 1975 
(000’s) (000’s) 
Authorized 
650,000 6%2% cumulative 
redeemable con- 
vertible preferred 
shares, par value 
$10 each, issuable 
in series 
10,000,000 common shares 
without par value 
Issued and outstanding 
(Note b) preferred shares, 
Series ‘‘A”’ $ —$ 84 
3,061,459 common shares 
(1975 — 4,758,969) 4,733 7,352 


$4,733 $7,436 


(b) During the year, 8,425 preferred shares were 
redeemed for a cash consideration of $87,000. 


(c) During the year, 1,700,000 common shares were 
purchased for cancellation for a cash considera- 
tion of $4,675,000, which includes a premium of 
$2,050,000. The premium, Part IX Tax of $101,000 
on 1971 undistributed income and costs relating 

to the purchase have been charged to retained 
earnings. 

(d) Under the employee Incentive Stock Purchase 
Plan, 2,500 common shares were issued during the 


year for a consideration of $6,000 (market price at 
time of issue) evidenced by a promissory note, 
repayable in varying amounts annually until 1986. 
(e) At December 31, 1976, common shares have 
been reserved for future issuance as follows: 
Under conversion privileges related to 
promissory notes, which are convertible 

into common shares until December 31, 


1977 at $7 per share 11,905 

Under the employee Incentive Stock 

Purchase Plan 33,750 
45,655 


6. Discontinued operations of subsidiary companies 
Clare Brothers Limited and Lloyd-Truax Limited, 
both wholly-owned subsidiary companies, were 
sold effective January 1, 1975 and September 30, 
1975, respectively. 


7. Income taxes and goodwill 

At the date of acquisition of Lewis Refrigeration Co., 
that company and its subsidiary companies had 
available losses for income tax purposes. The tax 
benefit from these losses is being credited to 
goodwill as realized. During 1976 and 1975, no 
such benefits were realized. 

As at December 31, 1976, this subsidiary company 
had a tax loss carry-forward of approximately 
$1,050,000 available to offset future U.S. taxable 
income. Of the amount, approximately $400,000 
must be utilized by December 31, 1977, $500,000 
by December 31, 1980 and $150,000 by December 
S11 Oone 


8. Earnings per common share 

Earnings per share are calculated based upon the 
weighted average number of shares outstanding 
during the year. Fully diluted earnings per common 
share have not been shown, as the dilutive effect 
would not be material in either year. 


9. Pension plan 

The Company contributes to pension plans available 
to all employees. The latest actuarial valuations of 
the plans carried out during 1975 indicated an 
unfunded past service liability of approximately 
$844,000. This liability will be funded over future 
years to 1989. 


10. Legal action 

During the year, the Company appealed a trial 
judgement in favour of the former auditors of CIMCO 
Limited in the Company’s action claiming damages 
in connection with the purchase of CIMCO Limited. 
The Company’s appeal was allowed to the extent 
that the Company was permitted to recover the 


expenses of its investigation incurred in connection 
with the purchase. A reference was directed to 
determine the amount of these expenses, and the 
Company was awarded costs of the trial and the 
appeal. The amount of expenses recoverable had 
not been determined at December 31, 1976 and 
accordingly is not reflected in these financial 
statements. 


11. Land development 

During the year, F. B. McFarren, Limited, a wholly- 
owned subsidiary company, entered into a devel- 
opment agreement with a land development com- 
pany and formed a joint venture partnership for the 
development of land owned by it in the City of 
Mississauga. The land is currently being used to 
supply clay in the subsidiary company’s brick- 
making operation. 


Transfer of beneficial interest or legal title on the 
lands to the joint venture partnership is contingent 
upon rezoning the land for residential and com- 
mercial purposes and providing services thereto. 
No estimate can be made when, if ever, such rezon- 
ing will be granted and the Company will continue 
its normal operations until redevelopment is com- 
menced. Accordingly, these financial statements 
do not reflect this transaction. 


12. Segmented information 

The directors of the Company have determined the 
undernoted to be its classes of business and have 
recorded them in the minutes of the meeting. The 
following summarizes financial information for each 
class of business: 


Year ended December 31 


1976 1975* 
(000’s) (000’s) 
Income Income 
before before 
Sales taxes Sales taxes 
Industrial 
refrigeration $28,703 $ 917 $35,221 $1,882 
Engineered 
products 23,020 1,925 13,f21) 1,827 
Building 
products 1,715 99 1,295 189 
53,441 2,941 50,237 3,898 
Common costs 829 1,134 


$53,441 $2,112 $50,237 $2,764 


*Engineered products information for 1975 includes the results 
of operations of a subsidiary from the date of acquisition, 
September 1, 1975 to December 31, 1975. 


13. Subsequent events 

Effective January 1, 1977, Lewis Refrigeration Co., 
a wholly-owned subsidiary company, entered into 
an agreement to purchase 100% of the outstanding 
stock of Aero Tech Mfg., Inc. for cash and notes 
receivable. The acquisition will be accounted for 
as a purchase. 


Effective January 1, 1977, Canada Forgings Limited, 
a wholly-owned subsidiary company, passed a 
voluntary dissolution resolution and distributed its 
net assets to the Company, which will carry on the 
operations as a division under the name of 

Canada Forgings. 


14. Anti-Inflation Legislation 

The Company and its Canadian subsidiary com- 
panies are subject to the Federal Government’s 
Anti-Inflation Legislation which became effective 
October 14, 1975. This legislation limits increases 
in prices, profits and compensation. While there are 
some uncertainties as to the interpretation of the 
legislation, management is of the opinion that the 
Company and its subsidiary companies have no 
material liability as a result of the Anti-Inflation 
Legislation. 

The Anti-Inflation Legislation restricts the distri- 
bution of retained earnings in the form of dividends 
until October 13, 1977. As at December 31, 1976, 
retained earnings of $3,975,000 are restricted from 
distribution in the form of dividends. The restric- 
tions that will apply to dividends subsequent to 
October 13, 1977 have not yet been announced by 
the Government. 
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